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PREAMBLE 


The 1992 & 1993 Biennial Report of the Standing Committee on Public Accounts 
documents the agenda during the First, Second and Third Sessions of the Thirty- 
fifth Parliament, Province of Ontario. This Report covers the period from January 


1992 through to December 1993. 


Since 1988 it has been the practice of the Committee to prepare reports throughout 
the year on specific topics and to issue an annual or biennial report, depending on 
the Committee’s business agenda and other external circumstances. This 
document provides a summary statement of the Committee’s business agenda, 
reports issued during the year(s), as well as an overview of activities not reported 


elsewhere, such as certain hearings and the conferences. 


The Committee’s hearings have been beneficial during 1992 and 1993 due to the 
participation of the various delegations that have appeared at the hearings. The 
Committee would like to take this opportunity to extend its appreciation to the 
public officials, private groups and individuals, unions and representatives from 
the private sector who have contributed to the hearing process. In conjunction 
with the information provided during hearings, various delegations have assembled 
additional materials at the Comumittee’s request, which have contributed to the 


Committee’s deliberations and report preparation. 


The Standing Commitee on Public Accounts would like to extend its gratitude to 
the Office of the Clerk, the Office of the Provincial Auditor and the Legislative 
Research Service of the Legislative Library for their assistance. The 1992 & 
1993 Biennial Report was prepared by the Legislative Research Service, pursuant 


to the instructions of the Standing Committee on Public Accounts. 


COMMITTEE’S MANDATE AND PROCEDURES 


Under the Standing Orders of the Legislative Assembly of Ontario, the Standing 
Committee on Public Accounts is empowered to review and report to the House 
its observations, Opinions and recommendations on the Report of the Provincial 
Auditor and the Public Accounts, which documents shall be deemed to have been 
permanently referred to the Committee as they become available. Also, the 
Committee considers topics referred by a resolution of the House. The Standing 
Committee on Public Accounts is an all party committee of the Legislative 
Assembly and the membership is based on proportional representation of party 


membership in the House. 


The Committee, on behalf of the Legislative Assembly, holds the government 
accountable for the expenditure of public funds. Matters of public administration 
rather than policy issues are addressed in the investigation of audit reports and the 
Public Accounts. Reports are tabled in the House on matters relating to public 


accountability in relation to the stewardship of public funds. 


The Committee has addressed various financial and administrative matters in 


recent years, such as: 


@ Expenditure controls, and the collection of and accounting for revenues; 
@ The protection of assets from loss, waste and misappropriation; 

e Competitiveness and economy in the acquisition of goods and services; 
e Regard for operational economy and efficiency; 

e Effectiveness and accountability in the delivery of programs, and 


compliance with established goals and objectives; and 


e The documentation provided in the Public Accounts. 


In the case of ministry audits, the deputy minister would normally appear with 


senior ministry officials at Committee hearings. Generally, Ministers do not 


appear as the Committee does not address policy issues, although there have been 
exceptions. In the case of Crown corporations, the senior staff and board 


members may appear before the Committee. 
Committee Procedures at Hearings 


The Committee conducts hearings during the year and issues reports, usually on 
the completion of a set of hearings. In recent years, the Committee has 
introduced new procedures to assist in the investigation of audit reports and other 
Committee matters. These innovations have assisted the Committee in exercising 


its mandate. They are as follows: 


e Fact-Finding Hearings: The Committee requests that the Provincial 
Auditor conduct special assignments under Section 17 of the Audit Act by a 
resolution of the Committee. As part of this process, the Committee has 
introduced preliminary fact-finding hearings, prior to the Provincial 
Auditor initiating the special audit. 


The fact-finding session affords the Committee the opportunity to discuss 
the various concerns with the relevant parties, to request information and 
to define the terms of reference for the special audit. This approach was 
utilized in the case of the Workers’ Compensation Board and the GO 
Transit preliminary hearings. In some cases, the Committee may decide 
that their concerns have been addressed in the hearing and that it is not 
necessary to proceed with the special audit. 


e Site Visits: In recent years the Committee has visited facilities in Ontario 
and in other jurisdictions to familiarize Members on a given subject 
through a "hands-on" approach. The Committee is able to discuss the 
matters addressed in the audit report with the program delivery and 
administration professionals in a practical setting. These visits have been 
instrumental in providing the Committee with new perspectives and insight 
into matters under review. 


Therefore, the Committee is able to develop recommendations based on 
their personal experiences in combination with the conclusions and 
recommendations of the Office of the Provincial Auditor. The Committee 
may revisit a facility to evaluate the auditee’s response to the Committee’s 
recommendations and to assess the level of success achieved at the 
implementation stage. 


Responses to Committee Recommendations: Ministry responses to 
Committee reports are considered by the Standing Committee on Public 
Accounts and concerns are referred for further consideration. 


Following the hearings on the 1992 audit report on Non-Profit Housing, 
and prior to the finalization of the report, the Committee forwarded their 
draft recommendations to the Ministry of Housing for comments. The 
Committee requested the Ministry’s general comments initially, and in a 
supplementary request the specific details on the Ministry’s action plans 
and target dates for the implementation of the Committee’s 
recommendations. These responses were included in the Committee’s final 
report on this matter. 


The Committee feels that this modified approach has enhanced 
accountability as a ministry’s commitments to Committee recommendations 
are reported in the initial review of an audit report. 


Reporting Formats: The Committee may issue a report or an "interim 
statement"* following hearings on a topic. In some instances, the 
Committee has decided not to issue either a report or an interim statement 
if the matters identified for consideration have been fully addressed. 


* Note: The Committee introduced the interim statement format for the 
following reasons: 


e The Committee may dispense with a matter in an abbreviated 
format; 
e The interim statement may be used to indicate that a matter is held 


in abeyance pending new information ( i.e. a special audit report 
by the Office of the Provincial Auditor); and 

e The Committee may commit to a subsequent follow-up review of a 
topic at a designated time. 


Follow-up Procedures: The Committee sent letters to those auditees in the 
Provincial Auditor’s 1992 Annual Report and the 1993 Annual Report not 
selected for hearings, requesting "supplementary information" to the 
published responses in the Provincial Auditor’s reports. This innovation 
has afforded the auditee the opportunity to update the Committee on 
activities since the completion of the audit, such as any initiatives taken to 
address the Provincial Auditor’s recommendations. The Committee has 
received details on such matters as the proposed content and timetable for 
corrective actions and initiatives. 


Relations With Other Committees: The Committee may recommend that 
another committee of the House conduct a follow-up in a particular policy 
field, as the Standing Committee on Public Accounts is concerned with 
program administration generally and non-policy matters. Also, the 


Committee may respond to another Committee’s recommendation. For 
example, the Committee passed a motion instructing the Provincial Auditor 
to conduct a special audit on the Office of the Ombudsman. 


Technical Support 


The Office of the Clerk, the Office of the Provincial Auditor, and the Legislative 
Research Service of the Legislative Library attend Committee meetings. Officials 
from these offices provide the Committee with assistance in their various areas of 
expertise: procedural matters, technical assistance on the audit reports and public 


accounting, and research and the preparation of reports respectively. 


The technical assistance provided by the Office of the Provincial Auditor and the 
Legislative Research Service to the Standing Committee on Public Accounts is 


addressed in the following Sections. 
The Office of the Provincial Auditor 


The Provincial Auditor and senior staff from the Office of the Provincial Auditor 
attend the regular Committee and Subcommittee meetings. During the hearings 
and other Committee business sessions, the Office may provide assistance on 
financial and accounting matters, in addition to addressing the contents of the 


Provincial Auditor’s annual reports. 


Mr. D.F. Archer, F.C.A., retired from the position of Provincial Auditor in 
December 1991, and Mr. Jim F. Otterman, F.C.A., Assistant Provincial Auditor, 
assumed the responsibility for the Office during 1992. The Committee 
participated in the selection process for the new Provincial Auditor and made a 
recommendation to the Speaker of the House. In January 1993, Mr. Erik Peters, 


F.C.A. was appointed Provincial Auditor. 


In 1994, Mr. Otterman retired from the Office of the Provincial Auditor after 16 
years of service, of which 10 were in the capacity of Assistant Provincial Auditor. 
The Committee would like to take this opportunity to extend its appreciation to 
Mr. Otterman for the leadership and guidance that he provided to the Committee 
over the years, particularly during the 1992 transition period, prior to Mr. Peters’ 
appointment. Mr. Otterman’s participation and contributions to the Standing 
Committee on Public Accounts demonstrated his professionalism and dedication to 


public service through the Office of the Provincial Auditor. 
The Legislative Research Service 


The Research Officer assigned to the Standing Committee on Public Accounts 
attends all meetings and provides the Committee with research and analysis on 
matters under consideration. The Research Officer’s responsibilities include oral 
briefings and the preparation of research documents in response to questions 
arising from the proceedings. In addition, Legislative Research prepares reports 


pursuant to the instructions of and on behalf of the Committee. 


The briefing sessions provide the contextual framework and details on the audit 
report under consideration. These briefings are broad in scope, with direct 
reference to the conclusions and recommendations of the audit report. In addition, 
the Research Officer addresses any changes in government policy and programs, 
ministry initiatives, and new information relevant to the proceedings. These 
preliminary sessions afford the Committee an opportunity to review the subject 


matter immediately prior to the hearing. 


The Office of the Provincial Auditor and the Legislative Research Service have 
complementary roles in the Committee process. This relationship has contributed 


to the research function and assisted the Committee in fulfilling its mandate. 


Committee Conferences 


The Standing Committee on Public Accounts participates in the Canadian Council 
of Public Accounts Committees (CCPAC) and the Canadian Comprehensive 
Auditing Foundation (CCAF). Some Members attended the CCPAC 1992 and 
1993 Conferences, and the CCAF Conference in 1992. 


Canadian Council of Public Accounts Committees 


The CCPAC’s annual meetings provide a forum for delegations from the federal, 
provincial and territorial public accounts committees from across Canada to 
discuss issues of current interest and various topics with long-term implications for 
these committees. The conferences are held in conjunction with the Conference of 
Legislative Auditors (COLA) which permits these delegations to participate in a 
joint session each year to address topics of mutual interest to politicians and 


legislative auditors. 


In July 1992 the Committee attended the Fourteenth Annual Conference of the 
Canadian Council of Public Accounts Committee at Fredericton, New Brunswick. 
The main themes of this Conference were: the accountability of Crown 
corporations and the appropriateness of various accountability mechanisms in the 
public service. The Conference delegates addressed a Council report entitled Task 
Force Report On Crown Corporation Accountability, and considered case studies 
by the Ontario and Yukon delegations. General discussions were held on 
accountability techniques in relation to public sector management and information 


sources. 


The Fifteenth Annual Conference was hosted by the Ontario Standing Committee 

on Public Accounts in July, 1993 at Toronto, Ontario. The Conference addressed 
several topics, which included the Council’s report, entitled Task Force Follow-Up 
Report On Crown Corporation Accountability, and a case study by the North West 


Territories representatives. The business sessions included panel discussions of 


such matters as "Raising the Profile of Public Accounts Committees" and the 
government bond rating process. Also, the North West Territories delegation 


presented a case study on the Territorial Department of Health. 
Canadian Comprehensive Auditing Foundation 


The Canadian Comprehensive Auditing Foundation was established to promote 
public sector management and accountability, and to encourage the development 
and application of comprehensive auditing. A few Members attended the CCAF 


conference at Toronto in November 1992. 
COMMITTEE AGENDA AND REPORTS (1992 & 1993) 


In 1992 and 1993 the Committee considered several audit reports from the 
Provincial Auditor’s 1991 and 1992 Annual Reports; special audit reports; a task 
force review; the appointment process for the new provincial auditor, the concept 
of a legislated accountability framework etc. The Committee’s schedule of 


hearings and list of witnesses for 1992 and 1993 are included in the Appendices. 
1992 Agenda and Reports 


The Committee addressed audit reports and several other matters during the year. 


e 1992 Agenda: 


e Inspection Audit Report on the Toronto General Division of the 
Toronto Hospital and a special audit report on the CUPE Local 
2001 representation; 

The Polaris/Teranet (Land Information Registration) System; 
The appointment of the Provincial Auditor; 

The Office of the Registrar General; 

The Workers’ Compensation Board; 

The Office of the Ombudsman; and 

Task Force on University Accountability. 


The Committee addressed some of these items through reports and interim 
statements. 


e Special Audits: Motions were passed instructing the Provincial Auditor to 
conduct special audits on the following: 


Toronto General Division of the Toronto Hospital; 
The Office of the Registrar General; 

The Workers’ Compensation Board; and 

The Office of the Ombudsman. 


The Committee considered the special audit on the Toronto Division of the 
Toronto Hospital in October 1992. The report addressed several matters 
related to computer equipment, contractual arrangements, renovation and 
construction projects, and other purchases. The Committee decided not to 
issue a report on the Toronto General Division audit reports. 


e Task Force Review: The Committee considered the Interim Report of the 
Task Force on University Accountability. 


e Committee Reports: The Committee tabled the following reports in 1992: 


e The Standing Committee on Public Accounts’ Annual Report 1990 
- 1991, May 1992; 


o Report on the Audit Report on Out-of Province OHIP Payments, 
June 1992; and 


e Report on the Selection of the Provincial Auditor, September 1992. 


The following summaries of the reports on OHIP payments and the selection of 
the new Provincial Auditor outline the main topics addressed and include the 
Committee’s recommendations. The actual reports should be consulted as the 


official record on the following documents. 
Out of Province OHIP Payments, June 1992 


The Provincial Auditor’s report on out-of-province OHIP payments by the - 
Ministry of Health (s. 3.13, 1990 Annual Report) was considered by the Standing 
Committee on Public Accounts during the period June - December, 1991. The 
Members were concerned specifically with one aspect of the Auditor’s report, 


namely the subject of out-of-province payments for substance abuse patients. The 


Committee held hearings at Queen’s Park and visited ten substance abuse 


treatment facilities, five in Ontario and five in the United States. 


This report addresses out-of-province payments for drug and alcohol addiction. 
The role and cost of U.S. facilities in the treatment of Ontario patients was a 


primary concern in the audit report. 


The Committee’s main objective in this report was to contribute to the 
understanding of substance abuse and to offer constructive suggestions to assist the 
Ontario treatment system. During the Committee’s investigation, the Ministry of 


Health introduced new policies on out-of-province treatment. 


The Committee addressed three main questions: Why did Ontario substance abuse 
patients pursue treatment out-of-province, primarily in the U.S.? What steps have 
been taken to address the dependence on expensive treatment facilities out of 
Ontario? What is required to ensure that the Ontario substance abuse treatment 


system is able to meet future demand? 


The Committee stressed that in addition to the value-for-money concerns of the 
Standing Committee on Public Accounts, obtaining the best treatment for patients 
is of paramount importance. The former Chair of the Committee offered the 


following words on the seriousness of the substance abuse problem: 


This is an issue that obviously every Member of this 
Committee realizes has been with us for a long 
time. It is getting worse. It is adding to the cost of 
running this province... 


During the investigation the Committee considered some information not discussed 
in the audit report. The Members felt that this was warranted to gain an 
understanding of the reasons for the out-of-province OHIP payments and the 


factors to be considered in an assessment of the Ontario treatment system. 


Lil 


Audit Report, Office of the Provincial Auditor 


The Provincial Auditor’s objective was to assess the adequacy of the Provider 
Services Branch’s monitoring procedures for OHIP billings. The Provider 


Services Branch was established to perform the following functions, as explained 


in the audit report: 


e monitor billings made by doctors and other practitioners and act as the 
initial adjudicator in fee disputes; 


e monitor payments made to other provinces and countries for health care 
provided to Ontario residents; and 


e control over-utilization of the OHIP system. 


According to the audit report, " . . . the Branch was adequately monitoring OHIP 
billings;" and on out-of-province payments ". . . the Ministry was developing 
measures to prevent abuse of the provisions for out-of-province treatment of 
Ontario residents." Nevertheless, the Auditor pointed out that". . . there were 
conditions inherent in the system [OHIP] that reduced the effectiveness of 


monitoring procedures." 


The Auditor’s report offered the following commentary on the control and cost of 


out-of-province OHIP payments, prior to the policy changes introduced in 1991: 


When Ontario residents travel outside the Province, 
they continue to be covered by OHIP. The 
coverage is 100 per cent for emergency care and 75 
per cent for non-emergency treatment. 


For the 1990 fiscal year, $120 million was paid to 
various health care institutions and professionals 
outside the Province. Non-emergency care 
accounted for $48 million or 40 per cent, up from 
30 per cent three years earlier. Approximately 90 
per cent of the payments were made to facilities in 
the United States. 


iZ 


The Branch was concerned that some out-of- 
province claims had been inflated. It investigated 
claims for non-emergency heart-related treatment in 
the U.S. and found that amounts billed from 
Michigan hospitals were significantly above those of 
other states for comparable treatment. The 
Michigan average was $25,000 compared to 
approximately $20,000 for other states submitting 
billings for similar treatment. 


The Branch suspected that some Michigan hospitals 
had been inflating their costs for Ontario patients so 
Ontario’s 75 per cent payment would cover their 
full cost. 


In 1990, treatment of drug and alcohol addiction 
accounted for $20 million, up from $7 million in 
1989. The public’s perception of the lack of 
treatment facilities for drug and alcohol abuse in 
Ontario was the major reason for patients going to 
the U.S. However, the Branch was concerned that 
U.S. hospitals were luring patients from Ontario. 
Selling aspects used in recruiting patients included 
paying their air fare to and from a U.S. hospital and 
limousine service to and from the airport.. 


At the time of our audit, the Ministry had delayed 
payment on approximately $500,000 in claims from 
U.S. hospitals. It suspected that costs had been 
inflated and that the claims were generated by 
individuals or organizations on behalf of patients 
recruited for treatment in the U.S. 


We were informed that the Ministry was planning 
measures to prevent this situation from recurring. 


In September 1990 the Deputy Minister of Health responded to the Auditor’s 


findings on out-of-province payments: 


The policy framework for the coverage of out-of- 
country health benefits is currently under review 
recognizing that there has been a recent upward 
trend in the provision of insured health benefits for 
elective procedures. 
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The Ministry is continuing to monitor service 
utilization patterns. It is anticipated that the review 


process will be completed for implementation in 
1991. 


Conclusion 


The Committee’s decision to investigate the audit report on out-of-provinces OHIP 
payments was based on the concern with the out-flow of provincial funds and 
patients to treatment facilities in the U.S., the capacity of the Ontario treatment 
system and the need for improvements in programs and services generally. 

During the investigation, the Ministry of Health introduced policies which have 
addressed many of the Auditor’s main concerns; however, certain problems still 
exist. The Committee has concluded that a strategic review of the substance abuse 
treatment system, by a working group, is required to address the treatment 


challenges of the future. 
List of Recommendations 
The Committee recommended as follows: 


i. A working group should be established to study all 
aspects of the substance abuse treatment system in 
Ontario. This body’s mandate could include the 
development of principles and long-term goals and 
objectives for an improved treatment system. The study 
could include an assessment of the strengths and 
weaknesses of the current system; the definition of a 
strategic plan(s) for change, and an outline of the 
proposed stages to implement such a system. The 
implementation process could be outlined in defined 
stages which could be introduced gradually, if necessary, 
taking into account such factors as the availability of 
resources. 


2 The Ministry of Health should prepare statistical 
information on Ontario patients treated in U.S. 
substance abuse clinics over the past 5 years. This 
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profile on patient treatment out-of-province should be 
considered by the Ministry of Health in the identification 
of future treatment system requirements in Ontario. 


oO: The Addiction Research Foundation should prepare a 
report on treatment requirements in Ontario facilities 
based on the first year of the DART [Drug/Alcohol 
Registry of Treatment] program. This report should 
include a profile (1991-92) of Ontario patients’ 
requirements, the system’s capacity (1992) and projected 
requirements for the purposes of preparing long-term 
plans (1992-2000). 


4. The Ministry of Health should assess the DART data to 
determine the treatment requirements/capacity in 
relation to the actual use of outpatient and residential 
treatment programs. The Ministry should take the 
necessary steps through the use of educational materials, 
to address any bias against outpatient programs. 


>. The proposed working group, in conjunction with the 
Ministry of Health, should move to develop uniform 
standards for people practising in the field of substance 
abuse treatment and treatment facilities in Ontario, in 
consultation with the Addictions Intervention 
Association. The standardization of credentials could 
incorporate the accreditation offered through the 
Addictions Intervention Association. An accreditation 
system should be addressed in developing registry 
standards for the DART system which would help to 
promote quality assurance. 


6. A comprehensive review and assessment of substance 
abuse treatment facilities should be conducted for 
inmates in the provincial correctional system. All 
inmates should be eligible for treatment programs. 
Programs in the community should be required to treat 
inmates, and those on probation or with legal charges 
pending. 


Report on the Selection of the Provincial Auditor 


The Committee was required by an Order of the House to consider the matter of 


the appointment of a new provincial Auditor and to report to the House. The 


iS 


Committee considered this matter during August and September 1992 and made 


the following recommendation: 


Pursuant to Section 3 of the Audit Act, the Speaker seek an Order-in- 
Council from the Lieutenant Governor to appoint Erik Peters as 
Provincial Auditor. 


1993 Agenda and Reports 


The Committee addressed audit reports and related matters during the year. 


e 1993 Agenda: 


Family Benefits Assistance, Ministry of Community and Social 
Services; 

Elevating Devices, Ministry of Consumer and Commercial 
Relations; 

Health Registration System, Ministry of Health; 

Non-Profit Housing, Ministry of Housing; 

Central Collection Services, Ministry of Government Services; 
Workers’ Compensation Board; _ 


- Office of the Ombudsman; 


Toronto Area Transit Authority (GO Transit); 

Ontario Hydro; 

General Division Courthouse, University Ave., Toronto; 
Office of the Registrar General; 

The Task Force on University Accountability; 

A legislated accountability framework; and 

Provincial Auditor’s opinion on the Public Accounts, 1992-93. 


The Committee addressed some of these topics through reports and interim 


statements. 


e Special Audits: Motions were passed instructing the Provincial Auditor to 
conduct special audits on aspects of the Central Collection Services, 
Ministry of Government Services; Ontario Hydro; the General Division 
Courthouse, Toronto, and GO Transit. 


Central Collections Services: The Committee adopted a motion to 
request that the Provincial Auditor conduct a special audit of the 
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Central Collections Division of the Ministry of Government 
Services and held a preliminary hearing in February 1993. On the 
basis of this meeting, the Committee decided not to proceed with 
the special audit. Subsequently, in May 1993 the Committee 
reconsidered this topic and passed a second motion instructing the 
Provincial Auditor to conduct a special audit of the Division with 
the objective of assessing the effectiveness of collection procedures. 


e Ontario Hydro and General Division Courthouse: The Committee 
adopted a motion in July 1993 instructing the Provincial Auditor to 
conduct a special audit to address two matters; namely, assets 
purchased by Ontario Hydro and placed in storage; and the costs 
associated with the renovations and replacement of furniture at the 
General Division Courthouse located at 361 University Avenue, 
Toronto. 


e GO Transit: A preliminary hearing was held with the Toronto Area 
Transit Operating Authority following the passage of a motion to 
instruct the Provincial Auditor to conduct a special audit of the 
Authority. On the basis of the findings from this initial hearing in 
September 1993, the Committee decided not to proceed with the 
audit at this time. 


The Committee reviewed the special audit reports on the following topics 
and issued interim statements: 


® Workers’ Compensation Board (WCB); and 
e Office of the Registrar General. 


Legislated Accountability Framework: Discussions were held on the timing 
of the proposed amendments to the Audit Act and the concept of a 
legislated accountability framework governing central agencies, ministries, 
transfer payments and major recipients, Crown corporations, agencies, and 
boards and commissions. In June 1993 the Committee passed a Motion 
instructing the Provincial Auditor to pursue the establishment of a 
legislated accountability framework for central agencies, prior to amending 
the Audit Act. 


The Provincial Auditor issued a qualified opinion on the Province of 
Ontario’s 1992-1993 financial statements, dated July 23, 1993. Following 
the consideration of this matter, the Standing Committee on Public 
Accounts unanimously passed the following motion on October 21, 1993: 


. . . that the Public Accounts Committee express our complete 
confidence in the Provincial Auditor, Mr. Erik Peters, and 


ly 


recommend that he continue his diligent efforts to reform the 
accounting system of the government of Ontario. 


Task Force Review: The Committee met with the Task Force on 
University Accountability to consider the Task Force’s draft Final Report. 


e Committee Reports: The Committee tabled the following reports and 
interim statements in 1993: 


e Report on the Health Registration System; 
e Report on Non-Profit Housing; and 
e Interim statements: Office of the Registrar General; Workers’ 


Compensation Board; Office of the Ombudsman; and the Elevating 
Devices Branch, Ministry of Consumer and Commercial Relations. 


The following summaries identify the main issues addressed in the reports and 
interim statements. The actual reports should be consulted as the official record 


on the following documents. 


Report on the Health Registration System 


The Provincial Auditor’s 1992 report on the Ministry of Health’s registration 
system (s. 3.10, 1992 Annual Report) was considered by the Standing Committee 


on Public Accounts in hearings during 1993. 


The Ministry of Health is responsible for the management of health care services 
in Ontario. The province has an individual-based registration system with a 
unique number identification, which replaced the family-based Ontario Health 
Insurance Plan (OHIP). The Ministry’s Claims Payment Operations office is 
responsible for such areas as the registration of eligible Ontario residents, health 


insurance numbers and the payment of claims. 
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1992 Audit Report 


The 1992 audit report on the Ministry of Health, prepared by the Provincial 
Auditor, identified concerns with the Ministry’s managerial planning and controls 
in the registration system. The audit report included an examination of "the 
controls for the processing of health card application forms, including both 


automated and manual controls designed to safeguard data." 
The Provincial Auditor’s objectives in the 1992 audit were to assess whether: 


e the business case sufficiently proved that the 
selected solution would be the most 
workable and cost-effective choice from 
among existing alternatives; 


e registration information was reliable; and 


e data, software and hardware were adequately 
secured from unauthorized access and 
changes or unexpected interruptions. 


The conclusions and findings in the Provincial Auditor’s report addressed the 


areas of management controls, justification of the system, reliability and security: 


e . . . the Ministry needed to replace the 
outmoded and unresponsive OHIP system 
promptly, but it did not develop satisfactory 
procedures to issue health cards solely to 
eligible residents. 


e . . . the Ministry had planned to identify 
ineligible and duplicate card holders soon 
after registration, but it had not done so by 
April 1, 1992. The new individual-based 
registrations system is the cornerstone of the 
Ministry’s plan to reshape Ontario’s health 
care system. 


e The Ministry had not proved that the 
registration system and process were the 
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most workable and cost-effective solution, 
nor could it support $137 million of the 
$150 million in estimated project benefits. 


e Controls were inadequate to ensure that 
registration information was accurate and 
complete. 

e . . . without effective controls over the 


accuracy and completeness of registration 
information, the Province’s investment in the 
registration system is at risk. 


e Registration data and software were not 
adequately secured from unauthorized access 
or changes or unexpected interruptions. 


Committee’s Objectives and Conclusions 


Following the initial hearings this year with the Ministry on the 1992 audit report, 
the Committee decided to address the procedures used by the Ministry to eliminate 


the unauthorized use of health registry cards [Health Cards] in an Interim Report. 


This Interim Report was prepared in order to identify the outstanding concerns of 
the Standing Committee on Public Accounts (the Committee) with respect to the 
Ministry of Health’s registration system. The Committee has addressed matters 
related to financial management and —specifically— the unauthorized use of the 
health care system, which includes such matters as eligibility, management 
controls over registration information, the reliability of the registration database 


and the role of strategic planning in such matters. 


Based on the meetings with the Ministry of Health in September 1993, it is 
evident that the Ministry is committed to rectifying the problems in the registration 
system and that a number of initiatives have been taken in several areas, including 


pilot studies on new equipment and changes to the Health Card. 
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This Report is not prescriptive; rather, it identifies some of the management 
concerns surrounding the provincial health registration system and, particularly, 
the Ministry’s approach to resolving the current problems in the registration 
process. The fundamental issue before the Committee is the Ministry of Health’s 
capability to deliver health care to eligible Ontario residents on a cost-effective 
basis. On the basis of the hearings, it is apparent that the Ministry has not 
finalized a strategic plan to address this matter. The Committee concluded that 
there is a need for strategic planning to integrate the various components in 


financial management through an implementation action plan. 


This report addresses the following subjects: the registration issues identified in 
the audit report prepared by the Office of the Provincial Auditor; the financial 
management matters identified by the Ministry of Health; concerns listed in the 
Registration Analysis Report (1993); proposed changes by the Ministry to the 
registration system, including operational enhancements and potential policy and 
legislative amendments; and the Committee’s conclusions on the subject of 


strategic planning. 
Conclusions and Recommendation 


On the basis of the hearings, the Committee concluded that the Ministry of Health 
is proceeding on several levels to introduce improvements to the Health Card 
system, but that there is an absence of a comprehensive strategy to coordinate 
these initiatives. In addition, the Ministry is responding in a compressed timetable 


to resolve these matters. 


Although there is an immediate need to rectify the registration and database 
problems, the Committee has concluded that the Ministry should be afforded the 
time required to place its current initiatives and future plans in a strategic planning 
context. The plan should include time-lines, evaluation criteria to determine cost 


effectiveness and evaluation mechanisms. The Committee stressed the importance 
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of a comprehensive approach and the role of feasibility studies for the various 


options under consideration. 


The Committee has concluded that the Ministry should demonstrate that it is 
pursuing solutions to the problems identified by the Provincial Auditor, based on 
appropriate information and evaluations to ensure that the objectives are met. The 
decisions should not be based on expediency. Also, the Ministry should be able 
to demonstrate that the alternatives selected are cost-effective and efficient in 
terms of the program design, implementation and public administration 


requirements. 


Although the hearings concentrated on the Provincial Auditor’s findings on the 
registration system, some Members of the Committee were of the opinion that the 
discussion should not be limited only to improving the current system. The 
subject of an individual’s right to health care services was discussed in the context 
of the necessity of a formal centralized registration process. Some Members 
suggested that the Ministry of Health should consider other approaches to 
registration, such as a physician-based system of universal registration. At issue 
is whether the current Health Card system has the capacity to identify and include 
all eligible individuals with the required level of accuracy. For example, residents 
of Ontario without a permanent address may not have the documentation to 
establish eligibility for registration purposes and/or the desire to comply with the 


formal requirements. 


The Committee reached conclusions on the following subjects: strategic planning, 
the implementation timetable, analyses and reports, technological considerations, 


verification procedures and the role of public education. 


e Strategic Planning: The Ministry should finalize its strategic plan. The 
plan should include goals and objectives, programs and priorities, and an 
implementation schedule. A comprehensive action plan and the various 
components should be based on detailed analyses. The plan adopted 
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should support a cost-effective health care delivery system for eligible 
individuals. 


The plan should identify internal and external system requirements in the 
Ministry of Health and through health care providers. The roles and 
responsibilities for information needs and management, which includes 
financial management issues, should be defined. 


Strategic Plan Timetable: The Ministry should prepare a timetable for 
Strategic planning purposes, allowing for a comprehensive review of all 
components. System changes with implications for all Health Cards, such 
as the introduction of a photo Health Card, should be evaluated to ensure 
that they comply with the approved plan within the timetable. The 
Committee believes that deadlines should not be established until such time 
as the strategic planning timetable has been prepared. 


Analyses/Reports: The Committee is of the opinion, based on the 
available documentation, that in some cases there is insufficient 
information to make decisions on the registration system and financial 
management. The strategic planning process should include the 
preparation of feasibility studies and a cost-benefit analysis of the photo 
option for example, to assist in decision making in a restructured 
registration system. 


Technology: The pilot projects on the "phone verification system" (IVR) 
and the "card-swipe" system are interesting. However, the Committee 
concluded that there are limitations in the technology under consideration 
based on the demonstrations during the hearings. At issue in any 
assessment of technological options is the appropriateness or the "fit" over 
the long term, and whether value for money is achieved. The 
technological match is of fundamental importance to minimize the risk of 
implementing a new/modified system that proves to be an expensive 
interim solution. | 


The Committee had the opportunity to meet with firms involved in 
developing technology and would encourage the Ministry to consider 
innovations in the private sector during its external consultation process. 
The Committee is not in a position to assess the merits of the technology 
under consideration; however, a strategic plan should be used in decision 
making to ensure that the equipment selected is in conformity with 
program requirements and that it provides value for money over the long 
term. 


Verification Procedures/Health Card: The Ministry should assess the 
verification procedures, the database and eligibility requirements within the 
strategic plan. The verification procedures should be selected on the basis 
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of a thorough assessment of program requirements and the database in 
conjunction with available technology. 


e Public Education: The general population and health care providers should 
be made aware of their roles and responsibilities in the health care system. 
The Committee has noted the Ministry’s preliminary initiatives in this 
area. 


Recommendation 


The Ministry should not proceed with broad new measures of a system-wide 
nature until it has had the opportunity to fully define the direction and 
requirements of the registration system in a formal strategic planning context. 
The Munistry’s approach to resolving these issues appears to have been 


fragmented, or piecemeal, rather than comprehensive in nature. 
The Committee therefore recommends that: 


The Ministry should finalize its strategic plan for health 
registration and prepare an "implementation action plan". The 
strategic plan should be designed to achieve the cost effective 
delivery of health care services only to eligible individuals 
through health care facilities and the medical professions. The 
Ministry’s database is an important component in developing 
health care policies and the current deficiencies in the database 
should be overcome to provide the basis for policy development 
on provincial health care services. 


Report on Non-Profit Housing 


The Provincial Auditor’s 1992 report on non-profit housing (s. 3.12, 1992 Annual 
Report) was considered by the Standing Committee on Public Accounts in hearings 
inal 993; 


In 1986 the province assumed responsibility for the program delivery of non-profit 


and cooperative housing projects. In recent years the federal government has been 
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withdrawing from the social housing sector, and the province has assumed an 


increasing role through self-funded "unilateral programs." 


The Ministry’s new responsibilities for large scale social housing projects resulted 
in administrative challenges as the organizational structure and administrative 
practices for program delivery required improvements. The Ministry commented 


on the nature of these challenges during the period 1990-91: 


. . . 1990 and 1991 were absolutely extraordinary 
years in the Ministry of Housing, delivering the 
largest volume of program delivery that the Ministry 
had ever seen and the largest volume [residential 
units] since 1970 in the province at large at a time 
when the market conditions we were dealing with 
were undergoing rapid change. The boom peaked; 
it turned. At the time it turned, the government 
introduced the GST [Goods and Services Tax], and 
we had a whole series of changes in our 
environment at the same time when our volumes had 
never been higher. 


The Ministry has considered alternative administrative methods for program 
delivery to determine the optimum practices. At the time of the audit, the 
Ministry acknowledged that it was going through a transition period and that there 


were difficulties: 


We [Ministry] were administering the federal- 
provincial program based on a set of administrative 
practices agreed with the federal government and 
two provincial programs that essentially were using 
the same format and, secondly, delivering Homes 
Now, a very large program, in a somewhat different 
administrative format and at a scale that the 
Ministry had not dealt with before. 


The program resources "were based on the minimum administrative practices 


required for good program delivery and cost-effectiveness," according to the 
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Ministry. The Provincial Auditor’s report on non-profit housing addressed a 


number of administrative issues in the social housing field. 
Provincial Auditor’s Report 


The Provincial Auditor’s 1992 report assessed the administration of the Ministry 


of Housing’s non-profit housing program in two main areas: 


e controls over project selection and 
development; and 


¢ controls over completed projects, including 
efforts to monitor costs, results, and 
compliance with program guidelines. 


A number of concerns were identified in the audit on the "selection and approval 
of housing proposals" and on "completed projects in operation." In the selection 
and approval of housing projects, the Auditor concluded that the processing of 
70,000 assisted housing units over a five-year period was costly. The inflexible 
annual deadlines to meet quotas and the real estate market "boom" contributed to 
costs. Furthermore, the controls on the allocation process and the system to. 
ensure competitive costs were not satisfactory. The Ministry’s need to expedite 
approvals and the lack of experienced staff contributed to the problems. The 


Auditor identified the following specific concerns: 


° housing need and demand studies were not thorough; 


e the cost of projects approved for go-ahead in 1990 and 1991 
continued to increase despite changing market conditions; 


e the use of "highest and best use" appraisal values was very costly 
in property purchases. 


According to the audit report, the Ministry did not examine recent land 


transactions before approving land prices for purchases and it did not use 


competitive procurement practices when possible. The allowable maximum unit 


price therefore became the "target price" and not the "ceiling price". 


The Ministry met the necessary requirements in several areas of the development 


process, as follows: — 


. . . the Ministry conducted satisfactory reviews of 
site plans before approval. As well, monthly on-site 
inspections ensured that projects were built 
according to approved plans and that progress 
payments to contractors were justified. 


The Auditor concluded that projects in operation did not have satisfactory controls 
to ensure cost-effective management and program compliance. Four areas were 


addressed in the audit report: 


e operating agreements were not yet in place to clearly establish 
financial control and accountability between non-profit housing 
providers and the Ministry; 


e over 25% of the projects reviewed lacked approved operating 
budgets; 
e controllable operating costs such as labour and administration were 


high, particularly in Central Region; and 


e [The Auditor’s] visits to projects indicated that those groups [audit 
sample] had adequately verified income and determined eligibility 
for RGI [rent-geared-to-income] tenants. However, multiple 
waiting lists and inconsistent placement criteria and referral 
practices make it unlikely that those in need of affordable housing 
will be treated consistently, equitably and efficiently. 


Ministry Responses 


Sections of the Ministry of Housing’s initial response to the audit report were 
included in the Auditor’s 1992 Annual Report, and prior to the hearings the 


Ministry sent a letter to the Committee dated March 5, 1993 which addressed a 
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number of issues. Several of these issues were elaborated on by the Ministry and 
will be dealt with in this Report, namely, development costs, potential cost 
savings, acquisition costs in Metropolitan Toronto, over allocation of units and 
operating costs. The Ministry also explained that changes in program delivery 
and administration were introduced prior to the release of the Auditor’s 1992 


Annual Report. 


In September 1991, the Ministry began a review of the non-profit housing 
program. The results are to be addressed in the jobsOntarioeHomes initiative and 
in the administration of existing programs, according to the Ministry’s letter. The 
jobsOntarioeHomes initiative is a three-year non-profit and cooperative housing 
program for 20,000 units. According to the Ministry’s document, Consultation 
Counts, the program will develop a new accountability structure which will 
identify specific areas of responsibility in the development process. Also, the 
funding approach will introduce, in place of the budgetary review process, an 


annual transfer-payment mechanism to assist in cost control measures. 


The Committee submitted the draft recommendations to the Ministry of Housing 

in June 1993 for comments. The Ministry responded initially in July 1993 and 

again in October 1993 to a supplementary request for additional information. The 
complete text of these responses is included in the relevant sections of the 


Committee’s Report. 
List of Recommendations — 
The Committee recommended as follows: 


| es The Ministry of Housing should review the provincial non-profit 
housing allocation system at the end of the first year of operation to 
ensure that the approval system is adequately staffed, the local market 
conditions are addressed and that the residential units are allocated in 
areas of proven need. 
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The Ministry of Housing should develop a comparative model of the 
non-profit program to assist in program management and future 
audits. The methodology should permit management to compare 
completed projects and to monitor those in the development phase on a 
consistent basis and to report on cost-effectiveness on an ongoing basis. 
Projected development costs and final capital costs or "actuals" should 
be maintained on a project basis with reference to the three main cost 
components of land, construction and soft costs which would include 
insurance for example. 


The Ministry of Housing should assess the "Highest and Best Use" 
appraisal methodology to determine whether this approach is achieving 
value for money in non-profit housing real estate transactions. 


The Ministry of Housing should adopt a directive on competitive 
procurement practices to ensure that administrative procedures are 
followed to promote economy, efficiency and effectiveness in the 
development of residential units in the non-profit housing program. 


The Ministry of Housing should review the application of the Conflict | 
of Interest Directive at the end of the first year to assess compliance. 


The Ministry of Housing should develop an improved methodology to 
control capital costs which would include an assessment of the 
"maximum unit price" system. The new system should be capable of 
assessing market adjustments and establishing revised cost structures 
on a timely basis. 


The Ministry of Housing should take steps to ensure that the 
"maximum unit price" system or an alternate pricing method is 
understood in the development industry to be the maximum permitted 
price only and that negotiations should be pursued on this basis. 


The Ministry of Housing should adopt a directive to ensure that all 
qualified development consultants have an opportunity to tender on 
non-profit housing projects in a competitive format. 


The Ministry of Housing should expedite the execution of the 
outstanding operating agreements for non-profit housing projects. 
Furthermore, a Ministry policy should be introduced to ensure that the 
standard conditions of operating agreements are provided to 
sponsoring groups at the outset of projects, and to require that 
operating agreements are executed for all future non profit housing 
projects at the earliest practical opportunity, but in any event, prior to 
occupancy. 


10. 


11. 


12. 


13; 


14. 


15. 
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The Ministry of Housing should conduct periodic assessments of the 
proposed capital cost control system to ensure that procedures are 


responsive to market conditions and that potential savings are assessed 
and realized. 


The Ministry of Housing should assess projected operating costs for the 
non-profit program over the long-term with the objective of identifying 
potential supplementary expenditure requirements. Also, variations in 
operating costs, such as unit expenditures by cost categories, among 
housing projects should be addressed through cost comparisons to 
establish acceptable guidelines on a per unit basis. 


The Ministry of Housing should establish a formal reporting 
mechanism for tenant placement to ensure that program objectives are 
achieved in a consistent, equitable and efficient manner. Regional 
offices should submit progress reports on tenant placement on the basis 
of formal tenant placement criteria. 


The Ministry of Housing should develop a computerized database to 
track market construction prices accepted by developers across the 
province. This cost index should be used in all negotiations with the 
development industry on non-profit housing projects. 


The Ministry of Housing should develop a central management 
information system for statistical data on the non-profit housing 
program to assist in program management and policy development. 
This system should provide access to program data and statistical 
information on individual projects. 


The Ministry of Housing should assess the scope and regularity of its 
internal audit practices for all areas of the non-profit housing program 
to determine program compliance with administrative policies and 
procedures. 


Interim Statements 


The Committee prepared interim statements on the Office of the Registrar 


General, Workers’ Compensation Board, Ministry of Consumer and Commercial 


Relations’ Elevating Devices Branch, and the Office of the Ombudsman in May 


1993. These documents addressed several matters as follows: 
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- Office of the Registrar General: The Committee instructed the Provincial 
Auditor to conduct a special audit on the Office of the Registrar General in 
June 1992 to address such matters as the processing of requests, general 
administration, and the staff complement and wages. In January 1993 the 
Committee considered the Provincial Auditor’s report on the special audit 
and concluded that it may review a second report by the Provincial 
Auditor on the Office’s new "imaging system" when it is released. 


Workers’ Compensation Board: In November 1992 the Committee passed 
a motion to instruct the Provincial Auditor to conduct a special audit on 
the WCB’s decision to relocate certain Head Office functions to a building 
to be constructed at Simcoe/Front Streets, Toronto. Prior to the 
commencement of the special audit, the Committee held preliminary 
hearings in January 1993 with the WCB to consider the Committee’s 
concerns. 


The Provincial Auditor’s report was submitted to the Committee in July 
1993 and the Committee passed a motion to defer further discussion of this 
matter until 1996. 


Elevating Devices Branch: Hearings were held on the 1992 audit report 
on Elevating Devices in January 1993. The Committee may decide to 
report on this matter at such time that the Provincial Auditor has reported 
on Phase II of the Ministry’s INDEX System (Inspection, Design, 
Engineering, Data Cross-Reference System). 


Office of the Ombudsman: In June 1992 the Committee instructed the 
Provincial Auditor to conduct a value-for-money audit on the Office of the 
Ombudsman. On the basis of an agreement between the Committee and 
the Office of the Ombudsman, the report was tabled with the Board of 
Internal Economy in 1993. 
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